CHAPTER V
THE BANGE OF GOVERNMENT EXPENDITURE
§ 1. in so far as government departments engage in the manu-
facture of goods and services to be sold for fees so arranged
as to cover cost of production, the amount of resources which
will be devoted to these purposes is automatically determined
by the public demand. The main part of a modern govern-
ment's activity is not, however, of this class. The bulk of its
non-transfer expenditure is devoted to services of a general
sort — defence, civil administration and so on — which cannot
practicably be sold against fees to individuals ; while the
whole of its transfer expenditure is outside the range of fees
altogether. Hence there is no automatic machinery to de-
termine how far expenditure shall be carried; and some
other method has to be employed.
§ 2. At any given moment it is probable that large parts
of current transfer expenditure will be regulated by practi-
cally irrevocable contracts. In Great Britain at the present
time expenditure on the services of the debt, war pensions
and old age pensions clearly belongs to this class. On the
other hand, expenditure on subsidies to particular industries
or particular classes of persons and expenditure on Poor
Belief are optional, in the sense that the government is free,
within fairly wide limits, to determine their amount by present
policy. With the exception of government payments in interest
and sinking fund on foreign-held debt, practically all non-
transfer expenditure is optional in this sense, so far as legal
considerations go : but, as regards a great deal of it, economies
could not be carried very far except at the cost of breaking
away from deeply rooted traditions. The optional parts of
expenditure — the only parts which are practically subject
to control — ought plainly to be regulated with some reference
to the burden involved in raising funds to finance them. This
aspect of Public Finance is an important one. But it is not
a main theme of my present study, and can only be touched
upon briefly.
§ 3. As regards  the  distribution,  as  distinct  from  the

